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To Ross Sinclaire Associates LLC

We have audited the accompanying consolidated statement of financial condition of Ross Sinclaire

Associates LLC the Company as of December 31 2012 and the related notes the financial

statement that you are filing pursuant to Rule 7a-5 under the Securities Exchange Act of 1934

Managements Responsibility for the Consolidated Financial Statement

Management is responsible for the preparation and fair presentation of this consolidated fmancial

statement in accordance with accounting principles generally accepted in the United States of America
this includes the design implementation and maintenance of internal control relevant to the preparation

and fair presentation of the consolidated fmancial statement that is free from material misstatement

whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on this consolidated fmancial statement based on our audit We
conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the consolidated fmancial statement is free from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in

the consolidated fmancial statement The procedures selected depend on the auditors judgment including

the assessment of the risks of material misstatement of the consolidated financial statement whether due

to fraud or error In making those risk assessments the auditor considers internal control relevant to the

Companys preparation and fair presentation of the consolidated fmancial statement in order to design
audit procedures that are appropriate in the circumstances but not for the purpose of expressing an

opinion on the effectiveness of the Companys internal control Accordingly we express no such opinion
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness

of significant accounting estimates made by management as well as evaluating the overall presentation of

the consolidated fmancial statement

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for

our audit opinion

Opinion

In our opinion the consolidated fmancial statement referred to above presents fairly in all material

respects the fmancial position of Ross Sinclaire Associates LLC as of December 31 2012 in

accordance with accounting principles generally accepted in the United States of America

7c-A4 LL

February 28 2013

Member of

Deloitte Touche Tohmatsu Limited



OATH OR AFFIRMATION

Murray Sinclaire affirm that to the best of my knowledge and belief the accompanying financial statements and

supporting schedules pertaining to Ross Sinclaire Associates LLC the Company as of and for the year ended

December 31 2012 are true and correct further affirm that neither the company nor any partner proprietor principal

officer or director has any proprietary interest in any account classified solely as that of customer

Signature

President and CEO
Title

tjotary
Public

BEVERLY KENNEDY

Notaty Pidc State OhIo

My Commission Expfres 02-22-2016
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ROSS SINCLAIRE ASSOCIATES LLC

CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

AS OF DECEMBER 31 2012

2012

ASSETS

CASH 275691

DEPOSITS WITH CLEARH4G BROKER AND OTHERS 36833215

NOTES RECEIVABLE 498874

RECEIVABLE FROM RELATED PARTIES 610747

SECURITIES OWNED AT FAIR VALUE 104369803

FURNITURE EQUTPMENT SOFTWARE AND LEASEHOLD
IMPROVEMENTS Net 286796

GOODWILL 62777

OTHER ASSETS 1102546

TOTAL $144040449

LIABILITIES AND MEMBERS EQUITY

SECURITIES SOLD NOT YET PURCHASED 44127778

PAYABLE TO CLEARING BROKER 71195110

NOTES PAYABLE 925000

ACCOUNTS PAYABLE ACCRUED EXPENSES AND
OTHER LIABILITIES 7334430

MEMBERS EQUITY
Additional paid-in capital 21760166

Note receivable from members 1302035

Total members equity
20458131

TOTAL 144040449

See notes to consolidated statement of fmancial condition
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ROSS SINCLAIRE ASSOCIATES LLC

NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

AS OF DECEMBER 31 2012

CORPORATE STRUCTuRE

Ross Sinclaire Associates LLC the Company is broker-dealer registered with the U.S

Securities Exchange CommissionSEC and is member of the Financial Jndustiy Regulatory

Authority Inc FINRA The Company clears all transactions on fully-disclosed basis through its

clearing broker The Company is an Ohio limited liability corporation LLC Ross Sinclaire

Associates Inc RSA owns 89.5% of the Company Two individual members own the remaining

10.5% of the Company The Company accepted note from each of the minority members in exchange

for their ownership share

In its capacity as broker-dealer the Company executes principal transactions agency transactions and

performs underwriting financial advisory and investment banking services The Company conducts

business with other broker-dealers on behalf of its customers and for its own proprietary accounts The

Companys customers are primarily located throughout the midwestern and southeastern United States

These financial statements are consolidated and include the fmancial position of an entity controlled by

the Company See Note 10

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting The accompanying consolidated fmancial statements are presented on the

accrual basis of accounting following accounting principles generally accepted in the United States of

America generally accepted accounting principles

Use of Estimates The preparation of consolidated financial statements in conformity with generally

accepted accounting principles requires management to make estimates and assumptions that affect the

reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of

the consolidated financial statements and the reported amounts of revenues and expenses during the

reporting period Actual results may differ from those estimates

Cash Cash consists of demand deposit accounts with depository institutions

Depreciation Depreciation is provided on straight-line basis for furniture equipment software and

leasehold improvements over the estimated useful lives of the related assets ranging from to

10 years

Securities Transactions Securities owned and securities sold not yet purchased are recorded at fair

value on trade date basis

Taxes Non-income taxes such as dealer in intangibles taxes are accrued by the Company and

recorded within accounts payable accrued expenses and other liabilities

The Company also applies the guidance under ASC Topic 740 Income Taxes ASC 740 Under

these provisions the Company evaluates uncertain tax positions by reviewing against applicable tax law

all positions taken by the Company with respect to tax years for which the statute of limitations is still



open ASC 740 provides that tax benefit from an uncertain tax position may be recognized when it is

more likely than not that the position will be sustained upon exarnination including resolutions of any

related appeals or litigation processes based on the technical merits The Company does not have

liability for uncertain tax positions as of December 31 2012

Consolidation The Company consolidates any subsidiaries or other entities such as variable interest

entities VIEs for which it determines it has control either through voting rights or control through

other means The Company determines whether it is required to consolidate an entity by evaluating first

whether it qualifies as VIE VIE is an entity that lacks equity investors or whose equity investors do

not have controlling fmancial interest in the entity through their equity investments The Company

consolidates any VIEs for which it is the primary beneficiary In accordance with consolidation

accounting guidance the Company is considered the primary beneficiary when it has controlling

financial interest in VIE The Company has controlling fmancial interest when it has both the power

to direct the activities of the VIE that most significantly impact the VIEs economic performance and an

obligation to absorb losses or the right to receive benefits that could potentially be significant to the VIE

The Company reassesses whether it is the primary beneficiary of VIE on quarterly basis The

reassessment process considers whether the Company has acquired or divested the power to direct the

activities of the VIE through changes in governing documents or other circumstances The consolidation

status of the VIE with which the Company is involved may change as result of such reassessments

FURNITURE EQUiPMENT SOFTWARE AN LEASEHOLD IMPROVEMENTS

Furniture equipment software and leasehold improvements at December 31 2012 consist of the

following

2012

Furniture and equipment 787801

Software 136238

Leasehold improvements 19486

Equipment under capital lease 92283

Total 1035808

Less accumulated depreciation 749012

Furniture equipment software and leasehold

improvements net 286796

NET CAPITAL REQUIREMENTS

Pursuant to the net capital provisions of Rule 15c3-l under the Securities Exchange Act of 1934 the

Company is required to maintain minimum net capital as defmed under such provisions Net capital and

the related ratio of net capital to aggregate indebtedness may fluctuate on daily basis At December 31

2012 the Companys net capital of $11770772 exceeded its required net capital of $550629 by

$1 1220143 The Companys ratio of aggregate indebtedness to adjusted net capital at December 31
2012 was 0.70 to as compared to maximum allowable ratio of 15 to

The Company has entered into an agreement with its clearing broker that allows the Company to include

its proprietary assets as allowable assets in its net capital computation This agreement conforms to the

requirements related to the capital treatment of assets in the proprietary account of an introducing broker
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PAIB and to permit the Company to use its assets held by or on deposit with its clearing broker in its

capital computations

In accordance with applicable requirements the Company does not compute consolidated net capital

computation as it excludes the consolidated variable interest entity discussed further in Note 10 As

result only the accounts of Ross Sinclaire Associates LLC the registered broker-dealer are included

in the Companys unconsolidated computation of net capital

RELATED-PARTY TRANSACTIONS

The Company leases certain office space from its members

Receivables from related parties aggregating $610747 were due from the members of the Company
entities owned by the members of the Company and employees of the Company at December 31 2012

$275000 note payable to related parties of the Company was outstanding at December 31 2012 See

Note 10 for further information

During 2012 the Company issued note payable related to the purchase of the membership interest of

minority member The note payable bears interest at the prime interest rate of the Companys primary

bank The note payable is secured by the assets of the Company and has term of 10 years

FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK

The Company clears all customer transactions through clearing broker on fully disclosed basis The

Companys exposure to credit risk associated with nonperformance of its customers in fulfilling their

contractual obligations pursuant to securities transactions can be directly impacted by volatile trading

markets which may impair the customers ability to satisfy their obligations to the Company The

Company through its clearing broker seeks to control the aforementioned risks by requiring customers

to maintain margin collateral in compliance with various regulatory and internal guidelines The

Companys clearing broker monitors required margin levels daily and pursuant to such guidelines

requires the customer to deposit additional collateral or reduce positions when necessary The

Companys policy is to monitor its market exposure and counterparty risk In addition the Company has

policy of reviewing as considered necessary the credit standing of each customer with which it

conducts business

The Company is engaged in various trading and brokerage activities in which counterparties primarily

include broker-dealers banks and other fmancial institutions In the event counterparties do not fulfill

their obligations the Company may be exposed to risk The risk of default depends on the

creditworthiness of the counterparty or issuer of the instrument It is the Companys policy to review as

necessary the credit standing of each couriterparty

The Company purchases proprietary securities positions long positions in equity and fixed income

securities The Company also enters into transactions to sell securities not yet purchased short

positions which are recorded as liabilities in the accompanying Consolidated Statement of Financial

Condition The Company is exposed to market risk on these long positions and short positions as result

of decreases in market value of long positions and increases in market value of short positions Short

positions create liability to purchase the security in the market at prevailing prices Such transactions

result in off-balance sheet market risk as the Companys ultimate obligation to satisfy the sale of

securities sold but not yet purchased may exceed the amount recorded in the accompanying

Consolidated Statement of Financial Condition These securities positions are marked to market daily



FAiR VALUE MEASUREMENTS

ASC 820 Fair Value Measurements and Disclosures provides framework for measuring fair value

under generally accepted accounting principles and defmes fair value as the price that would be received

to sell an asset or paid to transfer liability in an orderly transaction between market participants at the

measurement date ASC 820-10 also establishes fair value hierarchy which prioritizes the inputs to

valuation techniques used to measure fair value into three broad levels The fair value hierarchy gives

the highest priority to quoted prices in active markets for identical assets or liabilities Level and the

lowest priority to unobservable inputs Level financial instruments categorization within the fair

value hierarchy is based upon the lowest level of input that is significant to the instruments fair value

measurement The three levels within the fair value hierarchy are described as follows

Level Quoted prices unadjusted in active markets for identical assets or liabilities that the

Company has the ability to access at the measurement date Level securities include exchange-traded

equities and US Treasury Bonds

Level inputs other than quoted prices included within Level that are observable for the asset or

liability either directly or indirectly Level inputs include quoted prices for similar assets or liabilities

in active markets quoted prices for identical or similar assets or liabilities in markets that are not active

inputs other than quoted prices that are observable for the asset or liability nd inputs that are derived

principally from or corroborated by observable market data by correlation or other means Level

securities include corporate and municipal bonds and federal agency mortgage backed securities

Level Unobservable inputs for the asset or liability for which there is little if any market activity at

the measurement date Unobservable inputs reflect the Companys own assumptions about what market

participants would use to price the asset or liability The inputs are developed based on the best

information available in the circumstances which might include the Companys own financial data such

as internally developed pricing models discounted cash flow methodologies as well as instruments for

which the fair value determination requires significant management judgment The Company did not

hold Level securities at December 31 2012 or during the year then ended
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The assets and liabilities measured at fair value on recurring basis as of December 31 2012 are as

follows

Level Level Level Total

71663232

194382

32120777

_________________ _________________ _________ 391412

_________________ __________________
104369803

Securities sold not yet purchased

Municipals 634419 634419
Government bonds

_________________ __________
43493359

Totals
_________________

634419 44127778

GUARANTEES

ASC 460-10 Guarantees requires the Company to disclose information about its obligations under

certain guarantee arrangements ASC 460-10 defines guarantees as contracts and indemnification

agreements that contingently require guarantor to make payments to the guaranteed party based on

changes in an underlying that is related to an asset liability or equity security of guaranteed party

ASC 460-10 also defines guarantees as contracts that contingently require the guarantor to make

payments to the guaranteed party based on another entitys failure to perform under an agreement as

well as indirect guarantees of the indebtedness of others

The Company guarantees all of the customer margin account balances held by its clearing broker The

Company is responsible for payment to its clearing broker for any loss liability damage cost or

expense incurred as result of customers failing to comply with margin or margin maintenance calls on

all margin accounts The margin account balance held by the clearing broker as of December 31 2012

was $8323044 In the event of any customer default the Company has rights to the underlying

collateral provided Given the existence of the underlying collateral provided as well as the negligible

historical credit losses the Company does not maintain any loss reserve

Securities owned

Municipal bonds

Corporate bonds

Government bonds

Equities

Totals

23790510

391.412

24181922

71663232

194382

8330267

80187881

43493359

43493359
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COMMITMENTS AN CONTINGENCIES

The Company leases certain equipment and office space under operating lease agreements including

with related parties which expire at various dates through the fiscal year ending 2017 with rent payable

in monthly installments Minimum future payments required under the leases are as follows for the

years ending December 31

December 31

2013 1136264

2014 679583

2015 234739

2016 46073

2017 32753

In January 2009 the Company entered into capital lease for its primary telephone system second

capital lease for telephone equipment was entered into on June 30 2011 The gross asset balance

recorded as of December 31 2012 was $92284 with related accumulated amortization of $53309 The

following is schedule by year of future minimum lease payments under capital leases and the present

value of the net minimum lease payments as of December 31 2012

Years Ending

December 31

2013 $29118

2014 11970

Total minimum lease payments 41088

Less amount representing interest 983

Present value of net minimum lease payments $40105

In August 2008 the Company entered into an agreement with various parties to settle dispute

regarding an outstanding obligation that had been vacated by third party The remaining obligation of

the Company was accrued in 2008 and is included within Accounts Payable Accrued Expenses and

Other Liabilities in the accompanying Consolidated Statements of Financial Condition with all cash

payments to be made by 2013

As of December 31 2012 the Company was engaged in dispute with an unrelated third party related

to series of bonds underwritten by the Company Subsequent to December 31 2012 the Company

agreed to confidential settlement of this matter The settlement amount is included in Accounts

Payable Accrued Expenses and Other Liabilities on the Consolidated Statement of Financial Condition

In addition there are litigation matters that arise in the normal course of business While it is impossible

to ascertain the ultimate resolution or range of fmancial liability with respect to these contingent matteis

management believes any resulting liability from these other actions would not have material effect

upon the Companys financial position

-8-



In the normal course of business the Company enters into underwriting commitments For these

underwriting transactions settlement of these transactions as of December 31 2012 would not have

material effect on the Companys financial position

10 VARIABLE INTEREST ENTITY

The entity that has controlling fmancial interest in VIE is refened to as the primary beneficiary and

consolidates the VIE The Company is deemed to have controlling financial interest and is the primary

beneficiary of \TIE if it has both the power to direct the activities of the VIE that most significantly

impact the ViEs economic performance and an obligation to absorb losses or the right to receive

benefits that could potentially be significant to the VIE

As the result of contractual relationship with single member limited liability company LLC
engaged in the tax credit funding business the Company consolidates the financial statements of the

LLC because the Company provides financial support to the LLC and is deemed to have the power to

direct the activities of the LLC The contractual arrangement with the entity is effective until October

15 2015 with automatic annual renewals unless terminated as allowed under the provisions of the

transaction agreement At December 31 2012 the Consolidated Statement of Financial Condition

included $316088 within Accounts Receivable and $331512 included in Accounts Payable Accrued

Expenses and Other Liabilities The Company does not provide any guarantees for the LLC

11 EMPLOYEE BENEFIT PLAN

The Company offers simple IRA retirement plan available to any employee that has earned minimum

of $5000 in the previous year and expected to earn at least $5000 in the coming plan year Employees

can contribute up to 17% each payroll period on pre-tax basis subject to internal revenue service

annual limitations The Company match is determined by management each
year

and it was 3% for year

ended December 31 2012 Funds are fully vested at the time of contribution and the investments are

under the control of the employee

12 SUBSEQUENT EVENTS

We have evaluated subsequent events through February 28 2013 the date the consolidated financial

statements were available for issuance to determine if either recognition or disclosure of significant

events or transactions was required See Note
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February 28 2013

Ross Sinclaire Associates LLC

700 Walnut Street Suite 600

Cincinnati OH 45202

In planning and performing our audit of the consolidated financial statements of Ross Sinclaire

Associates LLC the Company as of and for the year ended December 31 2012 on which we issued our

report dated February 28 2013 and such report expressed an unqualified opinion on those consolidated

financial statements in accordance with auditing standards generally accepted in the United States of

America we considered the Companys internal control over fmancial reporting internal control as basis

for designing our auditing procedures for the purpose of expressing an opinion on the consolidated financial

statements but not for the purpose of expressing an opinion on the effectiveness of the Companys internal

control Accordingly we do not express an opinion on the effectiveness of the Companys internal control

Also as required by Rule l7a-5gl of the Securities and Exchange Commission SEC we have made

study of the practices and procedures
followed by the Company including consideration of control activities

for safeguarding securities This study included tests of compliance with such practices and procedures that

we considered relevant to the objectives stated in Rule 7a-5g in making the periodic computations of

aggregate indebtedness and net capital under Rule l7a-3a1 and for determining compliance with the

exemptive provisions of Rule 5c3-3 Because the Company does not carry securities accounts for customers

or perform custodial functions relating to customer securities we did not review the practices and procedures

followed by the Company in making the quarterly securities examinations counts verifications and

comparisons and the recordation of differences required by Rule 7a-1 or in complying with the

requirements for prompt payment for securities under Section of Federal Reserve Regulation of the Board

of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates and

judgments by management are required to assess the expected benefits and related costs of controls and of the

practices and procedures referred to in the preceding paragraph and to assess whether those practices and

procedures can be expected to achieve the SECs above-mentioned objectives Two of the objectives of

internal control and the practices and procedures are to provide management with reasonable but not absolute

assurance that assets for which the Company has responsibility are safeguarded against loss from

unauthorized use or disposition and that transactions are executed in accordance with managements

authorization and recorded properly to permit the preparation of consolidated financial statements in

conformity with generally accepted accounting principles Rule 7a-5g lists additional objectives of the

practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control and the practices and procedures referred to above error or

fraud may occur and not be detected Also projection of any evaluation of them to future periods is subject to

the risk that they may become inadequate because of changes in conditions or that the effectiveness of their

design and operation may deteriorate

10-

Member of

Deloitte Touche Tohmatsu Limited



deficiency in internal control exists when the design or operation of control does not allow management

or employees in the normal course of performing their assigned functions to prevent or detect and correct

misstatements on timely basis significant deficiency is deficiency or combination of deficiencies in

internal control that is less severe than material weakness yet important enough to merit attention by those

charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the entitys consolidated financial statements will not be

prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second paragraphs

and would not necessarily identify all deficiencies in internal control that might be material weaknesses

However we identified the following deficiency in internal control that we consider to be material

weakness as defined above The size of the business and resultant limited number of employees in the

Companys finance and accounting function impose limitations on the effectiveness of the Companys

internal accounting controls related to maintaining the proper segregation of duties This condition was

considered in determining the nature timing and extent of the procedures performed in our audit of the

Companys consolidated financial statements as of and for the year ended December31 2012 and this report

does not affect our report thereon dated February 28 2013

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes
in accordance with the

Securities Exchange Act of 1934 and related regulations and that practices and procedures that do not

accomplish such objectives in all material respects indicate material inadequacy for such purposes Based on

this understanding and on our study we believe that the Companys practices and procedures as described in

the second paragraph of this report were adequate at December31 2012 to meet the SECs objectives except

as noted above

This report is intended solely for the information and use of management the SEC Financial Industry

Regulatory Authority Inc and other regulatory agencies that rely on Rule 7a-5g under the Securities

Exchange Act of 1934 in their regulation of registered broker-dealers and is not intended to be and should not

be used by anyone other than these specified parties

Yours truly

Zd T4 L-L
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